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GENERAL INFORMATION

Thi s docurrent is an eval uation of the Community Rei nvestnent Act (CRA)
performance of Northern Trust Bank of Arizona, N A prepared by the Ofice of
the Conptroller of the Qurrency (OCC), the institution's supervisory agency.

The eval uation represents the OOC s current assessnent and rating of the
institution's CRA performance based on an exanination conducted as of June 19,
1997. It does not reflect any CRA-related activities that nay have been
initiated or discontinued by the institution after the conpletion of the

exam nati on

The purpose of the Community Reinvestnment Act of 1977 (12 U S.C. 2901), as
anmended, is to encourage each financial institution to help meet the credit
needs of the communities in which it operates. The Act requires that in
connection with its examnation of a financial institution, each federa
financial supervisory agency shall (1) assess the institution's record of

hel ping to neet the credit needs of its entire community, including |ow and
noder at e- i ncorme nei ghbor hoods, consistent with safe and sound operations of the
institution, and (2) take that record of performance into account when deciding
whet her to approve an application of the institution for a deposit facility.

The Financial Institutions Reform Recovery and Enforcement Act of 1989, Pub. L.
No. 101-73, amended the CRA to require the Agencies to make public certain
portions of their CRA performance assessnments of financial institutions.

Basis for the Rating

The assessnent of the institution's record takes into account its financia
capacity and size, legal inpedinments and | ocal economc conditions and

denogr aphi cs, including the conpetitive environment in which it operates.
Assessing the CRA perfornmance is a process that does not rely on absol ute
standards. Institutions are not required to adopt specific activities, nor to
offer specific types or amounts of credit. Each institution has considerable
flexibility in determning howit can best help to meet the credit needs of its
entire coomunity. In that light, evaluations are based on a revi ew of 12
assessment factors, which are grouped together under five perfornance
categories, as detailed in the followi ng section of this eval uation



ASS| GNVENT OF RATI NG

Identification of Ratings

In connection with the assessment of each insured depository institution's CRA
performance, a rating is assigned fromthe foll owi ng groups:

Qut standing record of meeting commnity credit needs.

An institution in this group has an outstanding record of, and is a
| eader in, ascertaining and helping to meet the credit needs of its
entire delineated community, including | ow and noderate-incone

nei ghbor hoods, in a manner consistent with its resources and
capabilities.

Satisfactory record of meeting commnity credit needs.

An institution in this group has a satisfactory record of
ascertaining and hel ping to neet the credit needs of its entire
del i neated conmunity, including | ow and noderate-i ncone

nei ghbor hoods, in a manner consistent with its resources and
capabilities.

Needs to inprove record of neeting conmunity credit needs.

An institution in this group needs to inprove its overall record of
ascertaining and helping to neet the credit needs of its entire
del i neated conmunity, including | ow and noderate-i ncone

nei ghbor hoods, in a manner consistent with its resources and
capabilities.

Subst anti al nonconpliance in neeting community credit needs.

An institution in this group has a substantially deficient record of
ascertaining and hel ping to neet the credit needs of its entire
del i neated conmunity, including | ow and noderate-i ncone

nei ghbor hoods, in a manner consistent with its resources and
capabilities.



D SQUSSI ON CF | NSTI TUTI ON S PERFORVANCE

Institution's Rating:

Based on the findings presented below, this bank is rated: Qut st andi ng
Record of Meeting Comunity Oredit needs

Executi ve Sunmary

Northern Trust Bank of Arizona, N A (Northern Trust) is committed to
comunity reinvestment activities. Even with its strong trust orientation
investing inits conmunity is an inportant part of the bank’s overal
strategic plan. The bank realizes that its location and upper incone
affiliation deter | ow to moderate-income individuals. They overconme this
obstacl e by establishing rel ationships with organizations and individual s

t hrough whomthey can reach | ow to noderate-incone individual s and

nei ghbor hoods. By investing resources in sound programs and innovative
partnerships, Northern Trust makes a positive difference in the comunities it
serves. The bank’s dedication to inprove the quality of life inits
comunities is mani fested in nany ways - through innovative |endi ng prograrns,
i nvestments that pronote community devel opnent, educational seninars, and
staff involvenent in community groups. The bank’s |eadership in severa

proj ects has enabled the projects to reach conpletion and attract additiona

| enders.

Conmunity Profile

Northern Trust defines its delineated communities as Metro Phoeni x (Phoeni x,
Scottsdal e, Paradi se Vall ey, Mesa, Tenpe, Quadal upe, Sun AGty, Sun Gty \est,
El Mrage, Surprise, dendale, Luke Air Force Base, Peoria, and Youngt own)and
Metro Tucson (Tucson incorporated and unincorporated). The conbi ned

del i neated communi ties contain 511 census tracts.

Arizona's total population of about four nillion is concentrated in these two
cities - Phoenix with 60%and Tucson with 17%of the state’ s popul ation

Eight of Arizona’s ten largest cities are located in these nmetropolitan areas.
The state’s popul ation continues to increase as people nove into the state
frompl aces such as California and the M dwest.

The financial service nmarkets in Phoenix and Tucson are highly conpetitive.
Four large, multi-state banking institutions domnate the retail market with
ext ensi ve branch networks. Mortgage conpani es and savi ngs banks control the
nort gage narket, hol ding 89% of the narket share in Phoeni x and 85% of the
mar ket in Tucson.

Met r o _Phoeni x

Phoeni x, the capital of Arizona, is |located in Maricopa County. |t conprises
the largest Metropolitan Statistical Area (MSA) in the state (#6200). The
1990 census showed the popul ation of the Phoeni x/ Mesa MBA at 2.2 million. The
Depart ment of Housi ng and W ban Devel oprent (HUD) reports median famly income
of the MBA at $47,500 for 1997. According to the Arizona Departnent of
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Economi ¢ Security, people primarily work in the service sector, trade, and
manuf acturing. The 1990 census reported the nedi an housi ng val ue at $80, 000.
According to an Arizona State University anal ysis, nedi an housing prices have
i ncreased to $97,500 as of fourth quarter 1996.

The bank’s Metro Phoeni x Del i neated community contains 409 census tracts in
t he Phoeni x/ Mesa MBA with 117 of the tracts designated | ow to noderat e-

i ncome. Four tracts are designated zero incone (ie. hospitals and/ or
commerci al areas) and have linited | ending opportunity. The 1990 census
showed the popul ation of this area at 1.9 mllion. Thirteen percent of the
popul ation is over age 65. Low to noderate-income fanilies conprise 37% of
the popul ation; mddl e conprise 23% and hi gh conprise 40% Oaner occupi ed
housi ng total s 454,000 units or 53%of total housing.

Metro Tucson

Tucson MBA has an estinated popul ation of 667,000. The HUD reports medi an
famly incone of the MSA at $40,100 for 1997. According to the Arizona
Department of Econonic Security, the services and m scel | aneous sector,
foll owed by trade and government, are the | eading enployers in Pina County.
The 1990 census reported medi an housing val ue at $66, 700. According to an
Arizona State University anal ysis, average housing prices have increased
significantly to $127,534 for all homes and $101, 000 for previously owned
horres.

The bank’s Tucson community contains 102 census tracts, of which 38 are
designated | ow to noderate-income. According to the 1990 census, the

popul ation of this area totals about 601,000. Thirteen percent of the

popul ation is over age 65. Low to noderate-income fanilies conprise 37.4% of
popul ation; mddl e conprise 22.3% and high conprise 40.3% Oaner occupi ed
units total 138,705 or 51%of total housing units.

Bank Profile

The Northern Trust Conpany of Arizona was established in 1974 as a trust and

i nvest ment services subsidiary of Northern Trust Corporation, a Chi cago-based
mul ti-bank hol di ng conmpany. On Novenber 26, 1986, Northern Trust Corporation
acqui red The Phoeni x National Bank, nerged it with The Northern Trust Conpany
of Arizona, and changed the nane to Northern Trust Bank of Arizona, N A The
bank has six full service offices |located in the Biltnmore area of Phoeni x,
Mesa, Scottsdale, Sun Gty, Sun Gty Wst, and Tucson. An additional facility
is located in the Royal Caks Life Care Center in Sun Gty. This facility is
open only two days a week as an accommodation to the bank’s clients using the
care center.

Northern Trust is primarily a trust bank. For the year ended Decenber 31
1996, trust assets under admnistration totaled $2.59 billion. Trust revenues
represented 57.5%of the bank’s revenue. As a trust bank, Northern Trust's
core strategy is to seek clients who present significant potential and need
for trust services. Loan and deposit products are tailored to these clients.
O fices are located in upscale financial centers and retirement areas to be
close to the trust client base and referral sources. The bank does not
attenpt to conpete on the basis of retail banking products and conveni ence.
They conpete on the basis of personal service. The bank has 156 enpl oyees;
51% provide trust services. The bank has only 11 |loan officers.



As of March 31, 1997, total assets equaled $414 mllion, with total |oans of
$345 nillion. The bank’s loan portfolio consists of 78%real estate |oans,
18% commerci al | oans, and 4% consuner and other |oans. The | oan-to-deposit
rati o approxi mates 95%

Reasonabl eness of Delineated Comunity

The bank’s delineated comrunity is reasonable. The bank expanded its

del i neated conmunity from 164 census tracts to 511 census tracts as of Apri
1997. The new area includes all of the cities with branches as well as the
comunities in between the branches. It does not arbitrarily exclude any | ow
to noderate-income tracts.

l. ASCERTAI NVENT OF COVMUNI TY CREDI T NEEDS

Assessnent Factor A - Activities conducted by the institution to ascertain the
credit needs of its comrunity, including the extent of the institution's
efforts to communicate with nenbers of its coomunity regarding the credit
services being provided by the institution.

] Northern Trust actively ascertains the conmunity credit needs through
comunity group rel ationships, direct calling and nei ghbor hood
“blitzing.”

The bank mai ntai ns an ongoi ng, neani ngful program of direct calling and board
nmenbership in a wide variety of coomunity groups and gover nment agenci es.
These groups include Capitol Mall Association, Gty of H Mrage, Community
Housi ng Resources, Housing for Mesa, Nei ghborhood Housi ng Servi ces,

Adm ni stration of Resources and Choi ces, Wban Coalition Wst, Maricopa
Habitat for Humanity, Tucson W ban League, and other city housi ng progrars.
The bank’s direct involverent with these groups has enabled themto identify
communi ty needs and devel op products to nmeet these needs.

The bank al so obtains information through Board | evel participation in the
Local Initiatives Support Corporation (LISC) and the Arizona Milti-bank
Communi ty Devel oprment Corporation (AMBCDC). These two organi zations work with
community groups in the area, making themaware of the community needs. LISC
focuses on housing and inner city devel opnent, and AMBCDC f ocuses on smal
business and multifamly projects. Involvenent in these groups provides

i nsight into community needs and provi des opportunities to participate in
projects that do not fit the mssion of LISC or AVBCDC

Bank enpl oyees obtain a direct understanding of the comrunity needs through
Realtor “Blitzes.” Loan officers and the bank’s CRA officer drive through
nei ghbor hoods. They observe and record areas of community devel oprment, single
famly and multi-unit properties, and the extent of commercial and industrial
devel oprent. They identify prospective credit and advertising needs. They
record specific residential properties for sale, Realtor nanes, and tel ephone
nunbers. They then contact the Realtors individually or through Realtor
breakfasts. These relationships provide input into the community’s credit
needs, and they provide loan referrals. In 1996, the bank focused its
‘Blitzes’ on Sun Gty Wst and the East Valley in an effort to assess the
comunity credit needs in their newest areas.

Fromthese efforts, the bank identified the foll owi ng needs for housing
appl i cants:



° H gher qualifying debt ratios than standard

° Elimnate private nortgage insurance

° Lower down payments (i.e., 3-5%

° Flexibility in raising/verifying down paynments (i.e., ‘cash under the
pillow, grants, gift noney, seller contribution)

° Consi der repaired credit and alternate sources of credit (i.e., rent and
utility paynents)

° Count gover nnent assi stance i ncomre

° Expand efforts beyond first time hone buyers

. Wi ve fees

° No charge checki ng

° Hone inspections to ensure the homes are in good repair

° Assistance in conpleting the application, including bilingual and | oan
cl osi ng assi stance

° Reverse nortgages to cover living expenses of the |owinconme el derly

To address these needs, the bank devel oped two products: the First Time Hone
Buyer Program and t he Nei ghborhood Affordable Loan Program (Refer to
Assessnent Factor | for further detail).

Assessnent Factor C - The extent of participation by the institution's board
of directors in fornulating the institution's policies and reviewing its
performance with respect to the purpose of the Community Reinvestment Act.

] The Board of Directors play an active role in the formulation and
i mpl ementation of its CRA policies and pl ans.

The Board has adopted a formal CRA program described in the CRA policy. The
bank al so has a CRA action plan and CRA statenent, which are updated at |east
annual ly. The action plan outlines specific goals and neasurabl e objecti ves.
These are reviewed bi-nonthly at CRA Oversight Committee neetings and reported
to the Board. Additionally, the CRA officer prepares a self-assessment
annual |y and presents this to the Board for review

Board menbers are personally involved in activities that target nei ghborhood
revitalization, affordable housing, and small business devel opnent. They are
i nvol ved in groups such as but not limted to Arizona Milti-bank Community
Devel oprment Corporation, Maricopa Industrial Devel opnent Authority, U ban
Coalition West, and Scottsdal e Redevel oprrent Boar d.

Annual CRA training for existing and new staff is directed and actively
supported by Northern Trust’'s Board. Al staff, including senior nanagenent,
receive training and are tested annually on their CRA conpliance know edge.
Staff are informed of the Bank’s EARN ( Enpl oyee Account Referral Network)

i ncentive program which rewards referrals of loans in | ow to noderate-income
census tracts within the coomunity. Internal audits are conducted regul arly
to ensure conpliance with the technical aspects of CRA

. MARKETI NG AND TYPES OF CREDI T OFFERED AND EXTENDED

Assessnent Factor B - The extent of the institution's narketing and speci al
credit-related prograns to make menbers of the community aware of the credit
services offered by the institution.

o Northern Trust has inplenmented a marketing program designed to inform
all segnents of the community of the products and services of the bank.
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The bank devel ops a CRA Marketing Plan each year. |t discusses specific
initiatives to be used to narket bank products. Initiatives include community
group activities, direct mailings, and Realtor ‘Blitzes.’ The bank has al so
encour aged | oan applicants through presentations and semnars. Throughout the
year, bank officers present semnars on banking and credit-rel ated issues.

Assessnent Factor | - The institution's origination of residential nortgage
| oans, housing rehabilitation |oans, home inprovenment |oans, and smal |

busi ness or small farmloans within its community, or the purchase of such
loans originated in its comunity.

° Northern Trust affirmatively addresses a substantial portion of the
comunity credit needs.

The bank offers a full range of financial products and credit programs to its
entire service area. These include traditional credit types such as

aut onobi | e | oans, busi ness | oans, conventional nortgage | oans, home equity
lines and | oans, and ot her secured and unsecured consuner |loans. A majority
of the bank’s loans are within its delineated comrunity.

Total Loans Inside and Qutside of the bank’s delineated community:

12/ 31/ 96 Total Loans % 1n $1n Area % Qut of $ Qutside
($000) Area (000) Area Area (000)

Commer ci al $ 70,729 80% $ 56, 893 20% $13, 836

I nst al nent 16, 836 82% 13, 753 18% 3,083

Mor t gages 235, 384 88% 206, 641 12% 28,743

Hone Equity 9, 850 92% 9,078 8% 772

Tot al 332, 799 86% 286, 365 14% $46, 434

Smal | Busi ness | oans conprise a significant portion of the commercial |oan
originations. The bank originated 122 small business | oans in 1996, which
conprise 77%of the total nunber of commercial |oans originated. N nety-seven
percent are within the bank’s delineated community, and 27%are in low to
noder at e-i ncone tracts.

Smal | business | oan originations increased from1995 to 1996. Results for
1997 are expected to nmeet or exceed 1996 | evels.

Smal | Busi ness 1995 1996 1997-4 nont hs
Loan Size (#/'$ 000) (#/'$ 000) (#/'$ 000)
Less than $100M | -------------- 67/ $3,126 25/ $1, 154
$100Mto $250M | -------------- 25/ $4, 547 9/ $1, 629
$250Mto $IMM | oo 30/ $15, 222 6/ $3,107




Tot al 122/ $22, 895 40/ $5, 890

Revenues > $1W 62/ $8, 013M 76/ $11, 948 28/ $3, 504

Note: I'n 1995, the bank tracked only small business |oans of businesses of

| ess than $1MV

In 1996 and the first quarter 1997, the bank renewed an additional 28 snall

busi ness loans totaling $4.6 mllion.

The bank has gone beyond offering conventional nortgage | oans. To neet the
needs of |ow to noderate-incone individuals and census tracts, the bank

devel oped its own flexible nortgage products - First Tine Home Buyer and

Nei ghbor hood Affordabl e Mrtgage. The First Time Hone Buyer programis
targeted at first time home buyers but allows applicants to exceed 80% of

medi an fanmily income up to $45,000. The Nei ghbor hood Affordabl e Mortgage
product is designed especially for people of |ow to noderate-income or census
tracts. It requires a snaller down paynent and can be used for purchasing or
refinancing a hone. Both have |ower costs and nmore | enient underwiting
standards than conventional |oan products. The bank assists people in the

underwriting process through counseling and allow ng alternative credit

i nf ormati on.

The following tabl e presents a synopsis of these prograns.

Af f ordabl e Housi ng
Pr oduct s Feat ures

First Tine Hone Buyer’s
C ub

Nei ghbor hood Af f ordabl e
Mor t gage

Locati on of hone

Wthin the bank’s
del i neat ed comrunity

Wthin the bank’s
del i neat ed comrunity

Maxi mum annual i nconme or
census tract incone
requi r ement

$45, 000

Tract or individual has
| ess than 80% of HUD
nmedi an fanily incone for
t he MBA

Low down payrment/ H gh
| oan-t o-val ue

95% of the |esser of
appr ai sed val ue or
pur chase price

97% of the |esser of
appr ai sed val ue or
pur chase price

Maxi mum | oan anount

None

None

H gher qualifying
debt/incone rati os

36% 42%

36% 42%

Low cost

No docurent ati on or
application fee, free
hone i nspecti on and 50%
of f appraisal, no

nont hly charge for
checki ng account.

No docunent ati on or
application fee, free
hone i nspecti on and 50%
of f appraisal, no

nont hly charge for
checki ng account

Maxi mum Maturity

30 years

30 years

Private Mrtgage
| nsur ance

Not Requi red

Not Requi red

The bank participates in many community housi ng prograns,
to assist low to noderate-incone people in obtaining affordabl e nortgages for
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which they can qualify. The bank’s participation in these prograns has
steadily increased to a |l evel significant for the bank’s size and resources as
shown by the table on the next page.
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Af f or dabl e Loan Products 1995 1996 1997- 4 nont hs
(#/ $000) (#/ $000) (#/ $000)
First Tine Hone Buyer 5/ $218 7/ $566 2/ $154
Nei ghbor hood Mort gage Loans 5/ $246 20/ $1,141 8/ $519
Gty of HH Mrage 0/ $0 3/ $161 1/ $68
Comuni ty Housi ng Resour ces 0/ $0 4/ $224 2/ $140
Housi ng for Mesa 6/ $314 5/ $347 2/ $75
Reverse Equity Mortgages 1/ $100 6/ $395 1/ $38
Urban Coal i tion West 1/ $62 2/ $92 1/ $78
Tot al Affordabl e Mrtgages 18/ $940 471 $2,926 17/ $1,072
Assessnent Factor J - The institution's participation in governnentally-

i nsured, guaranteed or subsidized | oan prograns for housing, snall businesses,
or small farns.

° The bank denonstrates a willingness to sponsor and participate in
gover nrent insured, guaranteed, and subsidized | oan prograns.

Northern Trust Bank does not directly offer any governnent-sponsored | oan
prograns for housing or small business. However, managerment has nade
arrangerments to refer applicants for these | oans to approved underwiters.

Al FHA VA | oan applications will be processed, underwitten, and approved by
Concord Mrtgage. MNorthern Trust al so commtted $250, 000 to Concord Mortgage
to purchase government-guaranteed loans in its community. However, there have
been no referrals or requests for FH¥ VA financing. The bank will refer SBA
| oans to Bank of Conmerce. The bank did not have any SBA |loan referrals or
requests. Finally, Northern Trust provides access to governnent-guarant eed
student aid funding through the Federal Famly Education Loan Program ( FFELP)
The bank makes avail abl e education | oan gui des and applications for Federal
Stafford Loans and Federal Pl us Loans.

The flexible loan products offered by the bank, and the partnerships wth
muni ci pal ities and nonprofit organizations, provide the bank opportunities to
neet the community’s credit needs.

[11. GECCGRAPHI C DI STRI BUTI ON AND RECORD COF OPENI NG AND CLOSI NG OFFI CES

Assessnent Factor E - The geographic distribution of the institution's credit
extensions, credit applications, and credit denials.

o The bank’s geographic distribution of credit extensions and applications
denonstrates a reasonabl e penetration throughout the delineated
comunity.

The bank’s commitrment to extending credit is evidenced by its high |oan-to
deposit ratio of 95% For |oans and deposits within the delineated comunity,
the bank’s ratio totals 100%
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Loans are disbursed throughout the comrunity. The bank’s April 30, 1997 |oan
di stribution reports show penetration of total outstanding |oans as foll ows:

LM Tracts Tot al M d/ H gh Tot al Total Tracts Tot al

Penet r at ed LM Tracts M d/ H gh Penet r at ed Tracts
Tracts Penet r at ed Tracts

80 (52% 155 240 (68% 352 320 (63% 511*

*Per cent ages are based on 507 tracts because four tracts are incone n/a on
HVDA/ LAR

The bank has penetrated over 50% of |ow to noderate-incone tracts and 63% of
its delineated tracts. This penetration is significant given the recent
expansi on of the bank’s delineated area from 164 to 511 census tracts and the
i ntense conpetition fromregional and rmultinational banks in the market.

HVDA/ LAR Anal ysi s

An anal ysis of the HVDA/ LAR reports further supports the bank’s positive |evel
of penetration. The bank originated 418 nortgage loans in 1996 and first
quarter 1997. Three hundred sixty or 86% of these loans are located in the
bank’ s del i neated comrunity. These | oans were wel | disbursed, penetrating 143
of the bank’s 511 census tracts. The bank had increases in the nunber of
nortgage | oans originated to |l ow to noderate-incone individuals and census
tracts within the delineated coomunity as shown in the table bel ow

Dat es # Mort gage # & % of Loans # & % of
Loans to LM Loans in LM
Oigi nat ed | ndi vi dual s tracts

12/ 31/ 95 130 10 (7.6% 11 (8.5%

12/ 31/ 96 284 26 (9.2% 20 (7.0%

3/ 31/ 97 76 12 (15.8% 7 (9.2%

These increases are especially inpressive given that this is a difficult

nmarket to penetrate. Mrtgage conpani es and four |arge banks dom nate 95% of
the market in Phoenix and 98%of the market in Tucson. Northern Trust
controls only 0.2%of the market share in Phoeni x and .53% of the market share
i n Tucson.

Additional |y, housing opportunities are more limted in the | ow to noderate-

i ncome census tracts. Omner occupi ed housing conprises only 25% of housing in
| owi ncone census tracts and 37%in noderate-i ncome census tracts. In niddle-
i ncome census tracts, owner occupi ed housing conprises 56% of housing. In
upper -i ncone census tracts, it conprises 67% of the housing.

Smal | Busi ness Loan Anal ysis
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The bank’s anal ysis of snall business |oan distribution al so shows a strong
commtment to | ow to noderate-incone tracts. The bank had 118 smal| busi ness
loan originations within the delineated comunity in 1996. Thirty-one or 27%
of these loans were originated in | ow to nmoderate-incone census tracts. In
the first four nonths of 1997, 9 or 25%of the 36 small business | oans
originated are in low to nmoderate-income tracts in the community.

Assessnent Factor G - The institution's record of opening and cl osing of fices
and providing services at offices.

] The bank has a satisfactory record of opening and cl osing offices and of
provi di ng services at offices.

Branch openi ng and cl osi ng policies have been revi ened and adopted by the
bank’s Board of Directors. These policies nandate specific types of research
docunent ati on, and inpact studi es before branches are opened or closed. The
bank opened two offices in 1996, Sun Gty Wst and East Valley, to serve the
growi ng popul ation in these areas of the valley. The bank did not close any
of fices in 1996 or 1997.

Branches are reasonably accessible to all segnents of the community. Business
hours for all offices other than Royal Caks are 8:30 a.m to 4:00 p.m, Mbonday
through Friday. Royal Qaks is open Tuesdays and Thursdays 9:30 a.m to 2:00
p.m as an accomodation to customers using the health care facility. In
addition, officers have met with Housing for Mesa and other |oan applicants
after hours to provide input and close | oans. Hours and services are revi ened
on an ongoi ng basis. The bank al so offers postage-paid “Bank by Mil”

envel opes as a service to its clients. Use of Automatic Teller Machines is
offered at no charge to the clients. Automated Tel ephone Banki ng Service
provi des banki ng account information on a 24-hour basis.

V. DI SCRI M NATI ON AND OTHER | LLEGAL CREDI T PRACTI CES

Assessnent Factor D - Any practices intended to di scourage applications for
types of credit set forth in the institution's CRA Statenent(s).

] The bank affirmatively solicits applications fromall segnents of the
comunity.

The Board of Directors and managerment have devel oped and i npl ement ed poli ci es,
procedures, oversight commttees, and conprehensive training prograns to
prevent pre-screening. The bank’s fair |ending policy and procedures hel p
ensure equal, objective, and non-biased treatnent to all actual and potentia

| oan applicants. The bank’s managenent team al so provi des assi stance to al
appl i cants throughout the |loan qualification process.

Northern Trust has several neans in place to check | oan applications to ensure
that they have been treated in a fair nanner:

> Al declined |l oan applications are given a second revi ew by the Senior
Lender and Loan Declination Review Committee.

> The bank annual |y conpares minority declines to najority approvals to
test fairness and detect disparate treatnent.

> To ensure consistent underwiting of residential nortgage |oans, the
bank uses a summary information sheet and tracks exceptions to policy.
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> The bank inforned all appraisers about discrimnatory practices. They
revi sed the Appraisal Review Sheet to ensure that discrimnatory
termnol ogy is not used in the appraisals.

Assessnent Factor F - Evidence of prohibited discrimnatory or other illega
credit practices.

] We found no evidence of discrimnatory practices.

Qur fair lending review focused on Purchase and Refinance Mrtgage
Applications. W reviewed all mnority nortgage denials in 1996 and first
quarter 1997 against 33 Wiite approvals. The bank had only 9 ninority credit
denials: seven Fenal es, one Bl ack, and one H spanic. W found no violations
of fair lending |laws and regul ations and no ot her reason for supervisory
concern

V. COVMUNI TY DEVELCOPMENT

Assessnent Factor H - The institution's participation, including investnents,
in local community devel opnent and redevel opnent projects or prograns.

> The bank actively participates and takes a | eadership role in comunity
devel opnent prograns.

Northern Trust’s strong awareness of community devel opnent and redevel oprent
opportunities is fostered through the bank’s ongoi ng ascertai nnent program
The bank actively seeks and participates in housing and snall business

proj ects, especially those that nmeet the needs of |ow to noderate-incone

i ndi vi dual s and ar eas.

The bank nmade five community devel opnent |oans, totaling $6 mllion in 1996
and first quarter 1997. These | oans provided funds for the foll ow ng
pur poses:

> Buil d a Val greens, serving | ow to noderate-income individuals.

> Refinance a nmobile home park for | ow to noderate-incore individuals.

> Acquire a strip shopping center and supernarket that cater to the | ow
i ncome popul ati on.

> Provi de worki ng capital for a student apartnent project.

> Refi nance two apartnent conpl exes in |ow to noderate-income tracts in
Tucson.

The bank al so provided funding for many | ocal community and redevel oprent
organi zations in the formof |oans, investments and grants. |In 1996, the bank
commtted $1.6 million and funded $1 mllion in loans to community groups.
this total, $400,000 supported Maricopa Habitat for Humanity and the remai nder
enabl ed the comrunity groups to provide nortgage | oans to | ow to noderate-

i ncome borrowers (Refer to Assessnent Factor | for a listing of Affordable
Mort gages the bank has made through community groups).

In 1997, the bank conmitted $2.1 nillion in loans. From January through
April, the bank funded $75,000 to two borrowers through Housing for Mesa. |In
addition, $1 nillion of these funds have been earmarked for the bank’s
partnership with Nei ghborhood Housi ng Services of Phoenix. The programwil|
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create first-time hone ownership opportunities for 75 to 80 | ow to noderat e-
incore fanilies in specific redevel opment areas of Phoeni x.

The bank al so holds over $4.4 mllion in local investnents as foll ows:

> $1.8 mllion in municipal bonds supporting | ocal school districts in
| ow to noderate-incone tracts;

> $2.4 mllion in tax credit purchases from SunAmerica Affordabl e Housi ng
Partners for |ow income housing in Phoenix through the bank’s hol di ng
conpany.

> $99, 000 certificate of deposit in Chicanos Por La Causa Oredit Union;

> $16, 000 i nvestnent in Local Initiatives Support Coalition; and

> $50, 000 investnent in Arizona Milti-bank Community Devel oprent

Cor por at i on.

In addition to loans and investnents, the bank provi ded over $35,000 in grants
in 1996 and 1997 and has budgeted an additional $10,000 for the remainder of
1997. By funding these community devel opnent organi zations, the bank is
enabl i ng these groups to meet many community needs. These organi zati ons
provi de m cro business |loans, |ow to noderate-income housing opportunities,
credit counseling, and community redevel oprent.

The bank has partnered with | ocal commnity groups and taken a | eadership role
in several redevel opment projects:

Capitol Mall - The bank spent two years working through conpl ex financia
arrangerments with the city of Phoenix and Capitol Mall to initiate
rehabilitation of the Capitol Mall Wodl and Hstoric Dstrict. The bank nmade
the first rehabilitation loan in this area, a 30-year affordable nortgage | oan
on a historic hone.

Fifth Avenue Neighborhood in H Mrage - This community provides hores for
low to noderate-income fanilies, nany of whomare nigrant workers. Northern
Trust financed the infrastructure for this coomunity. They al so provided

Mari copa Habitat for Humanity funds to construct homes. Northern Trust became
the first bank to approve a |l oan for new home construction in this project.
Hone buyi ng sem nars and Spani sh | anguage assi stance are key el ements of
Northern Trust’'s participation in this program Northern Trust has invested
time and funds, providing financial |eadership in this community.

Housi ng for Mesa (HFM - HFMis a private, nonprofit housi ng devel oprent
corporation formed to create and preserve affordable housing for lowto
noderate-income fanilies in Mesa. The bank has shown strong support for this
group by sitting on the Board, assisting in the Spanish translation of HFM s
brochure, providi ng home counseling, and financing nany of the home | oans.
Northern Trust stepped in as the first |ender and has since financed 22 homes
since 1990. By partnering with H-M the bank has enabl ed many | owi ncomne
fanmilies to own their own hones.

East Lake Nei ghborhood Associ ation - Although Uban Coalition has had
difficulty noving forward in the rehabilitation of this | owincone

nei ghbor hood, the bank continues to provide financial |eadership to the
project. The bank provi des guidance on the project. Since 1993, the bank
financed seven homes, including two in 1996 and one in 1997. The bank
commtted to finance two nore homes in 1997

Reverse Equity Mrtgage Program - This program provi des reverse equity
nortgages at a low cost to | owincone elderly, who are unable to support their
daily living expenses. Because these |oans carry greater risk than
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conventional reverse equity nortgages, they are not saleable in the secondary
mar ket .

In 1996, this programlost its position within Catholic Social Services and
founded the Adninistration of Resources and Choices (ARC), a new nonprofit
organi zation. The bank through its invol vement on both the Phoeni x and Tucson
boards provi ded | eadership in the establishnent of this new organization. The
bank made six reverse equity loans in 1996 and one thus far in 1997. Northern
Trust is one of only a few banks that support this organization

Assessnent Factor K - The institution's ability to meet various comrnity
credit needs based on its financial condition and size, |egal inpedinents,
| ocal econom c conditions and other factors.

° Northern Trust has sufficient managerial and technical resources to help
neet the credit needs of its service area.

The bank has the financial capacity to continue to provide funds to rmeet the
credit needs of its communities. They are able to provide direct |oans and
participate in coomunity |oan projects and prograns through | oans,

i nvestments, and grants. There are no factors, such as size, financial
condition, legal inpediments, or local conditions, which affect the Bank’s
ability to neet various community credit needs.

As shown in the previous assessnent factors, the bank has used its resources
to take a | eadership role in devel opment projects that foster econonic
revitalization and growh in their communities. The bank has established
strong working relationships with | ocal comrunity groups, representing both
private and public interests.

Assessnent Factor L - Any other factors that, in the regulatory authority's
j udgment, reasonably bears upon the extent to which an institution is hel ping
to meet the credit needs of its entire community.

] Northern Trust provides trust services to the comunity, and personnel
actively participate in many conmunity organi zations in the area

The Trust Admi nistration and Trust |nvestnent Divisions provide trustee and

i nvestment services for many civic and charitabl e organi zations in the
comunity, as well as for individual, nunicipalities, and businesses. In
addi tion, Northern Trust offers Econony Checking, a | ow cost account service,
wi th wai ved average bal ance requirenents and unlimted ATM use, designed for
the needs of |low to noderate-income individuals.

Many enpl oyees vol unteer their personal time toward bettering the comunity.
Northern Trust’s seni or managerment and staff sit on 120 Arizona not-for-profit
boards, contributing over 350 hours per nonth. Northern Trust’'s staff have
been involved in fund-raising for cultural, educational, human service, and
civi c endeavors.

The bank has established partnershi ps with Camel back H gh School and Thonas A
Edi son H enentary School. These schools serve | ow to noderate-incone
famlies. Northern Trust associates provide career counseling and tutoring
through a work intern and mentoring programw th Carel back H gh School. The
bank provides an overview of credit, credit products, the application process,
credit bureaus, and checking accounts. The bank purchased for the school a
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conput er program cal |l ed Choi ces and Deci sions that covers financial planning,
budgeti ng, managi ng credit, conparative shoppi ng and general banki ng servi ces.
The bank donated conputers to the el ementary school, sponsored Junior

Achi evenent, and participated in the school’s Principal for a day program
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